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SECTION 1  [30 MARKS] 
(Answer Section 1 on the multi-choice answer sheet provided) 
 
 
SECTION 2 
Widget Production (WP) manufactures a range of widgets at four factories in Germiston, Cape Town, 
Port Elizabeth and Durban. The final product is moved to a DC in the area of the plant from where it is 
transported either directly to the customers or to warehouses located close to the customers. 
 
The widget market in South Africa is very competitive and a year ago the company utilised ABC analysis 
to identify the most profitable customer-product combinations. Subsequently WP also performed a 
detailed customer service audit in all their customer areas. The results of these analyses, in combination 
with a revenue/cost trade-off analysis indicated that the Gauteng region had the highest distribution cost 
and the lowest service levels.   
 
The Gauteng network consists of a factory in Germiston and a DC next to the factory.  However, WP 
uses two warehouses in Gauteng, one located in Isando and one located in Pretoria West. The factory 
is supplied with raw material from a supplier in Klipriver and the DCs are replenished from the factory.  
The DC supplies to either the customer directly or the warehouse from where the customers are supplied 
from. 
 
WP owns some of the facilities, but also leases the DC and the warehouses.  The lease agreements of 
these facilities terminate in three years and the company needs to decide whether to renew the lease 
or to find alternative locations. 
Management believes that the expiry of the lease agreements provides the perfect opportunity for the 
company to evaluate its distribution costs. The distribution is performed by a third party and the service 
agreement with the third party includes a fuel surcharge which is adjusted on a monthly basis according 
to the fuel price. 
 
During a number of management meetings the entire logistics function, including the network, supplier 
relationships and the existing outsourcing arrangement was identified as a potential area that could lead 
to cost reductions and service improvements.  The logistics manager indicated that this was the 
opportunity to develop a logistics strategy.  Management tasked the logistics manager to research 
potential logistics strategies, as well as approaches to develop such a strategy. 
 
QUESTION 1  [27 MARKS] 
Assist the logistics manager in his search for potential logistics strategies by explaining time-, asset- , 
technological- and relationship based strategies as potential logistics strategies.   
     
QUESTION 2  [32 MARKS] 
WPs logistics manager has indicated that a logistics strategy should be developed. 
a) Highlight the importance of a logistics strategy by explaining how the overall corporate strategy 
is supported by the logistics strategy.    (12) 
b) Explain the process that you would follow to develop a logistics strategy.   (20) 
 
QUESTION 3  [42 MARKS] 
a) WP has initiated a strategy review as a result of cost increases which may be due to their 
logistics network.  Discuss other factors that may suggest a need to re-evaluate and/or redesign 
a company’s logistics network.                  (10) 
b) Facility location is an important aspect of network design. Advise WP in terms of new trends 
governing site selection.          (8) 
c) Explain to WP how the following transport factors impact on the facility location decision: 
- tapering rates; 
- blanket rates; 
- commercial zones; 
- foreign trade zones and 
- transit privileges.   (10) 
d) WP may use various modeling approach to provide insight into the choice of a logistics network 
design.  Discuss the common pitfalls that should be avoided in designing and implementing a 
logistics network.         (14) 
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QUESTION 4  [49 MARKS] 
Although WP currently uses only one supplier in Gauteng, it may become important to the company to 
develop closer cooperation with their supplier to enhance future success. 
a) The performance and efficiency of a relationship should be assessed with a view of 
improvement.  Discuss the following aspects of supply partner performance assessment: 
 Characteristics of assessment 
 Levels of assessment 
 Methods of assessment        (20) 
b) What information is required should WP decide to select a different supply partner? (8) 
c) Small businesses increasingly form part of the supply chain.  Discuss the business-related 
reasons why a large corporation would purchase from a small business.              (9) 
d) Discuss the non-cost factors that WP needs to consider in the outsourcing decision of their 
transport.          (12)  
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